

Comparative Two Year Highlights Percent 

Increase or 



1972 

1971 

(Decrease) 

Total Revenues 

$ 1 , 353 , 808,000 

$1,245,331,000 

8.7 

Net Earnings 

$ 5 , 635,000 

$3,029,000 

86.0 

Average Shares Outstanding 

28 , 446,000 

23,608,000 

20.5 

Earnings per Share 

$.20 

$.13 

53.8 

Dividends per Share 

— 

$.40 

— 

Revenue Passenger Miles—Commercial 

19 , 956 , 069,000 

17.827,526.000 

11.9 

Available Passenger Seat Miles — 
Commercial 

36 , 954 , 445,000 

35.509,614,000 

4.1 

Revenue Ton Miles — All Services 

2 , 733 , 160,000 

2,541,592,000 

7.5 

Available Ton Miles — All Services 

6 , 334 , 379,000 

6.174,884.000 

2.6 

Passenger Load Factor—Scheduled Services 53 . 4 % 

49.8% 

7.2 

Average Number of Employees 

35,477 

35,892 

(1.2) 

Number of Stockholders at Year End 

62,091 

67,355 

(7.8) 


Aircraft Fleet On Hand December 31,1972 


Operating Owned Leased 

Boeing 727/023 _57_1 

Boeing 727/223 _10_ 32 

Boeing 707/123B _49_3 

Boeing 707/323B _—_10 

Boeing 707/323C _11_9 

Boeing 707/323CF _15_1 

Boeing 747 _9_7 

McDonnell Douglas DC-10 _19_6 

For Sale or on Lease 

BAG 1-11 _26_- 

Boeing 720B _8_— 

McDonnell Douglas DC-8 _4_ 1 

TOTAL 208 TQ 
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Letter to Stockholders 


In 1972 American Airlines earned $5.6 million, only slightly better than the $3 million 
reported for 1971. 

By the end of the year, we were operating sixteen Boeing 747s and twenty-five 
McDonnell Douglas DC-1 Os, representing a total investment of $850 million, including 
related spares. This made American the world’s largest operator of modern wide-body 
aircraft. 

The orders for these new aircraft were placed in late 1966 and the years Immediately 
following, a period of economic prosperity on top of two decades of strong traffic 
growth. The aircraft were ordered on the assumption that this pattern of growth would 
continue, although at a somewhat reduced rate. Instead, an economic recession 
resulted in almost no growth along our routes from 1969 to late 1971. Traffic levels 
today are still far below what had been expected. Consequently, our fleet of wide-body 
aircraft (which includes twenty DC-1 Os delivered during 1972) turned out to be 
appreciably larger than needed for current operations. 

Four other major factors have affected our recent operating results: (1) we incurred 
large expenditures putting these new airplanes Into service, not only for the 
aircraft themselves but for hangars, passenger terminals and other ground facilities; 
(2) we also Incurred significant expenditures in training our flight and ground 
personnel to handle our enlarged fleet; (3) as is usual with new aircraft types, we 
encountered a number of operating problems during their inaugural period that 
significantly increased our expenses; and (4) the introduction of these large new aircraft 
at a time when we were attempting to hold down our total seat capacity, consistent 
with the reduced growth In traffic, necessitated the early retirement of our smaller aircraft. 
This meant that we operated fewer flights to produce the same level of capacity, 
thereby diminishing our frequency of service, as well as the opportunity to route 
connecting traffic between our own flights and those of other carriers. 

We believe that by the latter part of 1973 most of these problems will be behind us. 

We have already absorbed the huge costs associated with the introduction and operation 
of the new aircraft fleets; our facilities expansion is largely completed; the new 
aircraft are running well; and as traffic has improved we have begun to add back services 
to improve connections and to realize our revenue potential. 

Thus, although our early transition to wide-body aircraft has given rise to short term 
problems, we are confident that the aircraft will fulfill our expectations in the future. 
They can accommodate a significant growth in air travel without added Investment; 
they can help us offset the pressures of inflation; they can alleviate the problems of 
airport and airways congestion; they can reduce the environmental impact of noise and 
engine emissions. 

We view 1973 as a year of challenge for the air transportation industry. We expect to 
live up to that challenge. 



G. A. Warde 
President 


Chairman 
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American Airlines, Inc. 
Year in Review 


American Airlines earned $5.6 million in 
1972 compared to earnings of $3.0 million 
in 1971. Earnings per share rose from 
$0.13 to $0.20. Although this represents 
the second consecutive year of improve¬ 
ment, the results were disappointing 
since they fell below both our expectations 
and our potential. 

Net Earnings 

H Net Earnings E Dividends 
$ Millions 
60 

50 


40 



-30 

1963 64 65 66 67 68 69 70 71 72 


Traffic Growth 

The traffic recovery which commenced in 
the latter part of 1971 continued into 
1972. Revenue passenger miles for the 
total domestic airline industry increased 
by 10.7%, responding to the stimulus of a 
stronger economy. 

This recovery, however, has not been 
uniform across the nation. During 1972, 
travel on North/South routes consistently 
Increased at a more rapid rate than on 
the East/West routes that form the 
backbone of American’s system. The 
Southeastern portion of the country, which 
our Company does not serve, has 
maintained a relatively high level of 
economic activity compared with the rest 
of the nation. The sluggishness of the 
West Coast economy, which in the past has 
been greatly dependent upon the 
aerospace industry, continued to depress 
the major transcontinental markets. 
Although on our five major routes to the 
West Coast industry traffic increased by 
7% in 1972, it is still 3% below the 1969 
level. 

In the face of these industry conditions, 
American’s domestic traffic gained only 
7.2%. Not only did total East/West travel 
show little growth, but our relative 
position on the transcontinental routes 
declined compared to the unusually 
high market share that American enjoyed 
in the latter half of 1971 as a result of 


our introduction of the coach lounge In the 
Boeing 747s. As other carriers followed 
suit, American’s market share on these 
routes In 1972 returned to more normal 
levels. We also reduced our schedule 
frequency during the year, grounding our 
entire BAC 1-11 fleet, as the new 
McDonnell Douglas DC-1 Os were delivered, 
in order to minimize our increase in 
total seat capacity. While our available seat 
miles in domestic service increased by 
1%, the number of flights that we offered 
decreased by 6%, which inhibited our 
growth, particularly in markets in which 
connecting traffic plays an important role. 

Nevertheless, because traffic increased 
at a greater rate than capacity, American’s 
passenger load factor was 53.4% In 
1972, a distinct improvement over the 
49.8% load factor experienced in 1971. 

American’s freight traffic increased 
10.8% in 1972, the best rate of growth we 
have experienced since 1968. The year 
demonstrated a continuing shift to 
containerization of airfreight. Although this 
is a more efficient way of handling 
freight and results in fewer lost or damaged 
shipments, the revenue yield per ton 
mile is less. As a consequence, the gain^ 
in freight revenues in 1972 was 7.4% — 
somewhat less than the increase in volume. 

Aircraft 

The twenty DC-1 Os delivered to American 
during 1972 round out our current 
equipment commitments, and bring our 
wide-body fleet to twenty-five DC-1 Os 
and sixteen Boeing 747s, for a total 
investment of $850 million. Because of the 
failure of traffic to grow as predicted, 
we allowed options to lapse for 11 DC-1 Os. 
No additional aircraft are on order. 

In our present configuration, the DC-10 
seats 218 passengers and the Boeing 747 
seats 307 passengers, compared with the 

Aircraft Delivered and Ordered 
American Airlines vs Other Trunklines 

I Wide Body [~~) Narrow Body 
No of Aircraft 
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119 seats in our standard domestic 
707s. The new aircraft were ordered from 
1966 to 1968, when traffic growth was 
strong, for delivery in the 1970-72 period. 
Unfortunately, the recession of 1970-71 
brought a halt to the historical growth rate 
and, as noted before, particularly affected 
the long-haul markets serving the West 
Coast. As a result, the total traffic available 
for these large capacity aircraft has 
been substantially below forecast levels. 

A resumption of the growth rate, particularly 
in the transcontinental markets, will be 
an important factor In remedying this 
problem of excess capacity. 

The larger aircraft imposed other burdens 
on our operations. They required the 
construction of new hangars, new terminal 
gates, new boarding lounges, new baggage 
delivery systems and the acquisition of 
new catering equipment. They also gave 
rise to a requirement for the training of 
pilots, flight attendants and ground 
personnel, and in some cases for the 
development of modified handling 
techniques for the larger number of 
passengers being moved per flight. As with 
all new aircraft, operating problems were 
encountered during the period of the 
wide-body Introduction. These were costly 
both in expenditure of maintenance and 
engineering efforts and in the loss of traffic 
due to delays and cancellations. Most 
of these difficulties, we believe, are now 
behind us. 

Shortly after the end of 1972, American 
notified the British and French builders 
of the Concorde supersonic transport that 
we were allowing our delivery position 
options to lapse. The $750,000 American 
had deposited in 1964 to secure these 
options has been refunded with interest. 

Routes 

American was able to increase its market 
share and achieve substantial growth on 
its Caribbean routes, acquired through 
merger with Trans Caribbean Airways in 
1971. During 1972, American’s passenger 
traffic Increased by 43% on these 
routes. Despite the low fares that prevail 
In the Caribbean, these operations were 
profitable in 1972 due in large part to an 
increase in load factor from 53% to 63%. 

American’s Hawaiian and Pacific 
operations were cut back In late 1972. The 
limited nature of our authority gives us 
access to a very small portion of the 
market, and the restrictive conditions in our 
certificate concerning service to the South 
Pacific give rise to difficult scheduling 
problems. Although passenger miles 
increased by 29%, our load factor was only 
41 %. Thus, our results in the Pacific were 
better than in 1971, but are not yet 
profitable. 


The Western Merger 

Our proposed merger with Western Air 
Lines was turned down by the CAB in 
July, 1972. The merger would have provided 
American with Improved access to Hawaii 
as well as entry to other vacation 
destinations we do not now serve. Relative 
to other carriers, American has less 
exposure to the more rapidly growing 
vacation travel markets and we will continue 
to explore other avenues of possible 
entry Into such markets. 

Capacity Control Agreements 

Capacity control agreements among 
American, TWA and United, first approved 
for four major transcontinental markets 
In 1971, were extended during 1972. In 
addition, a new agreement was approved 
in August 1972 to cover the New York-San 
Juan market, served by American, Eastern 
and Pan American. 

By order of the Civil Aeronautics Board, 
all such agreements are currently 
scheduled to terminate April 28, 1973. 

Industry Load Factors 

Restraint Markets vs Other Domestic Markets 

I Restraint ^ Without Restraint 

% Load Factor 
70 



Transcontinental Other 

Markets 1/ San Juan Domestic Markets 1/ 
Market 2/ 

1 / 12 months ending 2 / 3 months ending October 

Although the future of these agreements is 
uncertain, we support their extension 
beyond the present termination date, and 
believe that the economic characteristics 
of the airline industry would justify their 
expansion to other markets. Our experience 
demonstrates that agreements of this type 
can accomplish their purpose of eliminating 
excess capacity without inconvenience 
to the traveling public. By eliminating excess 
capacity we can reduce upward pressure 
on fares, conserve jet fuel (which Is in 
scarce supply), reduce airport and airways 
congestion, and lessen the impact of noise 
and engine emissions on the environment. 


Revenue Per Passenger Mile 

Current $ Constant 1957 $ 

Cents 

6.5 - 



1957 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 


Fares and Regulatory Matters 

The Civil Aeronautics Board In the 
Spring of 1971 approved a domestic fare 
Increase of 6% and indicated that an 
additional increase was needed and would 
be allowed in 1972. This second increase, 
which was ultimately set at 2.7%, was not 
granted until September, 1972, well past 
our peak season. For the full year, we 
experienced an increase of only 0.3% 
in our domestic revenue yield per passenger 
mile. During the year the CAB also 
authorized a 9% increase in certain fares 
to Puerto Rico and the Virgin Islands. 
However, the revenue yield per passenger 
mile on our Caribbean routes increased 
by only 2.0% to 4.34 cents, still 31 % below 
our domestic yield. 

Various increases were also approved 
to other Caribbean, Mexican, and 
South Pacific destinations but these did 
not materially affect our results. 

At American’s request, the CAB approved 
promotional round trip fare reductions for 
domestic trips in excess of 1,000 miles 
during a period of six weeks beginning in 
late October 1972. This has traditionally 
been a period of light traffic. Our promotion 
generated significant additional travel 
during the off-peak season. We believe 
that other similar promotional efforts 
should be undertaken in the future as a 
means of bolstering weak traffic periods. 

In late September, the CAB issued 
regulations allowing both supplemental and 
scheduled carriers to sell “travel group 
charters” to individual members of the 
general public under a series of 
complicated arrangements. Previously 
the sale of charters had been limited to a 
single user or bona fide groups (such as 
clubs and associations). We believe that the 
sale of charter space to individual members 
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of the general public could seriously 
undermine scheduled service, and have 
joined a group of scheduled carriers in 
petitioning the federal court to review the 
CAB’S regulations. Pending court review, 
we intend to remain competitive In the 
charter market, and have entered into a 
travel group charter agreement with 
American Express Company. 

Costs 

In spite of our attempt to limit cost 
increases by holding down capacity growth, 
expenses rose 8.6% In 1972. A large 
portion of this increase was due to general 
inflation, from which all airlines have 
suffered. Another substantial portion was 
attributable to the larger volume of business 
transacted. This, too, is something that 
was felt throughout the Industry. 

There were, however, two areas of major 
importance which affected American 
Airlines relatively more than other carriers: 
the costs of introducing a very large 
number of new type aircraft, and the peculiar 
operation of Phase II of wage control as 
it applied to the carriers, depending on 
when their union contracts terminated. 

Transition To Wide-Body Fleet — There 
was virtually no category of expense that 
was not affected by the new aircraft. Two of 
the more significant categories were a 
29% increase for the rental of ground 
facilities and a 12% Increase in landing 
fees despite fewer departures. Certain 
maintenance expenses also rose sharply as 
we incurred unusual costs In the modifica¬ 
tion of various aircraft engines, particularly 
the JT9D, used on the B-747. We have 
commenced a program to upgrade certain 
components of the JT9D engine, and this 
should result in a reduction in our operating 
costs when the conversion is completed 
in late 1973. 

The Operation Of Phase II — An increase 
of 8.1% in labor costs, despite a 1.2% 
reduction in headcount, was a principal 
factor in our 1972 expense growth. 

Although wage and price controls were 
in effect throughout the year, the Pay 
Board declined to roll back wage increases 
that had been negotiated prior to the 
implementation of controls, but which were 
not effective until after Phase II commenced 
on November 14,1971. 

American Airlines’ contract with its 
maintenance and related personnel, signed 
prior to November 14, 1971, provided 
for increases which averaged 11 % for 1972. 
This contract was allowed to become 
effective by the Pay Board. All the 
other domestic trunk carriers signed 
contracts after November 14, 1971 and 
were able to keep their increases close 
to the 5.5% guideline. 


Because rapidly escalating wages 
continue to be an industry problem, we have 
joined with other airlines to form the 
Airline Industrial Relations Conference for 
the purpose of coordinating approaches 
to collective bargaining. This Is in addition 
to the Mutual Aid Agreement which 
provides financial support for a struck 
carrier. Under this agreement, American 
accrued payments of $1.2 million to Hughes 
Air West and $3.1 million to Northwest 
Airlines during 1972. 


Distribution of the Expense Dollar 



and and 

Oil Other 

Total Expense.$1.348,951.000 


Source of Revenue Dollar 



Passengers 

Total Revenue.$1,353,808,000 






























Personnel 

During 1972, the Transport Workers 
Union conducted a full-scale drive to 
unionize our agent and clerical personnel, 
the largest unorganized group in the 
Company, numbering nearly 9,000 
individuals. In the election, conducted late 
In 1972, the organizing effort was defeated 
when only 30% of those eligible supported 
the union’s attempt for representation. 

Negotiations began in July 1972 on 
terms for a new contract with the union 
representing our pilots. A series of illegal 
slowdowns which commenced in December 
1972 and continued Into January and 
February of 1973, caused numerous flight 
cancellations and delays with substantial 
losses in revenues, as well as serious 
inconvenience to the traveling public. 

During the Summer, we learned that one 
of the employees in our Marketing 
Department had accepted money from 
several of the suppliers with whom he 
was doing business. His superior, an officer 
of the Company, subsequently resigned. 

The matter was referred by us to the United 
States Attorney in New York and both 
of the individuals have been Indicted. The 
total amounts Involved are less than 
$200,000 In the aggregate, and we are of the 
opinion that American will recover 
substantially all the losses it suffered as 
a result of these activities. 

Top management of the company was 
restructured in 1972 with the election of 
George A. Warde, 51, as President and Chief 
Operating Officer effective July 1. 

Mr. Warde. who assumes responsibilities 
for the day-to-day functions of the airline, 
brings to his new position over 32 years 
experience in the business. At the same 
time, Donald J. Lloyd-Jones, 41, who 
has spent the past 15 years in the Finance 
and Planning Departments of the 
Company, was appointed Executive Vice 
President — Operations. In November, 

John B. Andersen. 52,was elected Executive 
Vice President — Passenger Marketing. 

He joins American after an extensive career 
in airline marketing and advertising. 


Hijacking Measures 

In 1972 the domestic airline industry 
experienced a total of 27 hijackings of 
which only 3 occured in the last quarter of 
the year. 

Efforts to forestall further hijackings have 
been intensified. Metal detectors are in 
use at all airports; all carry-on luggage is 
examined. This has given rise to additional 
costs, and we are seeking fare surcharges 
to cover our expenses. We also will 
continue to support the efforts of our 
government to negotiate treaties that 


would deny air service to countries that 
provide sanctuary to hijackers. 

Subsidiary Operations 

To reflect the expanded scope of our 
subsidiary operations, the name of Sky 
Chefs. Inc. has been changed to Flagship 
International, Inc. The name Sky Chefs 
will continue to be used to Identify the 
catering activities of our subsidiary while 
the hotel division will be known as 
Americana Hotels. 

In August 1972, Flagship International 
acquired four Americana Hotels through a 
long-term lease arrangement with Loews 
Corporation. The acquisition of these hotels 


Flagship International-Sales 

H Catering O Hotels 

$ Millions 

140 



and some of the key operating officers 
previously associated with Loews, brings 
to our existing hotel chain a highly 
regarded name in the industry and the 
talent needed to produce profitable 
operations. We foresee expanding benefits 
as wider marketing programs, capitalizing 
on the Americana name, begin to generate 
more business throughout the entire 
hotel chain. 

During the year. Carter L. Burgess, who 
has long been a Director of American, 
became Chairman of Flagship International. 
His experience has brought added 
strength to this key job. 

Financial Developments 

Cash demands on the Company, 
although more moderate than In 1971, 
remained high throughout much of the 
year. Of the twenty DC-10’s delivered during 
the year, sixteen were purchased and 
four were financed by long term investment 


Return on Investment 

American (System) Domestic 

Percent Trunk Industry 

14 



tax credit leases. Capital expenditures 
for ground facilities and equipment, which 
peaked sharply in the preceding three 
years, returned to lower levels as expansion 
programs related to the transition to 
wide-body jets were completed. In addition 
to arranging long-term aircraft leases for 
$68 million, we utilized $55 million of our 
$300 million revolving credit, bringing 
borrowings under this agreement to $110 
million at year end. 

In 1972, for the first time in 28 years, we 
had no outstanding commitments for new 
aircraft at year-end. We anticipate a further 
improvement in our overall financial 
picture with this slackening of cash require¬ 
ments. At our request, our revolving 
credit agreement has been recently 
renegotiated to more economically meet 

Long-Term Debt vs Stockholders' Equity 

■ Debt E Equity 
$ Millions 
800 
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our projected needs. The line of credit 
has been changed to $200 million and will 
now remain available into 1977. This 
should provide us with adequate financing 
capability in the event of unforeseen 
circumstances. 

Capital expenditures in 1973 are 
expected to approximate $45 million. These 
funds will be directed principally toward 
updating the interiors of our Boeing 727 
fleet and an assortment of improve¬ 
ment and modernization programs. 
Internally generated funds should be more 
than adequate to meet these requirements 
as well as to pay off our outstanding 
indebtedness as installments mature. 

Capital Expenditures* and Depreciation 

ICapitol Expenditures* E Depreciation 
$ Millions 
350 



‘Includes change In deposits with manufacturers. 

Outlook 

Current economic projections indicate a 
continuation of the strong and broad-based 
improvement of the U.S. economy In 1973. 
In this environment, airline traffic should 
grow at a healthy rate during most of the year. 

The industry has done reasonably well 
during the past several years in limiting 
capacity as measured by total available seat 
miles, despite the influx of wide-body 
aircraft. With other carriers still facing a 
significant number of aircraft deliveries, 
continued restraint is important If the true 
economies and efficiencies of the newer 
aircraft are to be realized. The success of 
capacity restraint agreements testifies to 
the desirability of their extension in time and 
their expansion to other areas. 

Other industry needs include a fare policy 
that is more flexible and consequently 
more responsive than past policies to the 


true economics of our Industry. In addition, 
new efforts must be directed at containing 
upward cost pressures, particularly In 
areas such as labor, where legislation is 
needed to preclude continued inflationary 
settlements. 

American Airlines has completed a 
lengthy, difficult and costly period of 
transition to wide-body aircraft. We are In 
a position to take advantage of a plant 
well-designed for the future. Our efforts in 
1973 will be directed toward capitalizing 
upon our position by pursuing opportunities 
to gain additional traffic, wherever they 
may be found. 

Standards and quality of service will not 
be compromised, but cost control programs 
will be retained and expanded wherever 
necessary. We will make further demands 
on the many valuable people of American 
who have In the past contributed so much 
to make our airline an industry leader. 

With their continued support, we are 
confident of our recovery and our future. 


Notice: 

Any person who owns either beneficially or as 
trustee more than 5 percent, in the aggregate, 
of the outstanding common stock of 
American Airlines, Inc. must file with the Civil 
Aeronautics Board a report containing the 
information required by Section 245.13, Subpart 
B. Economic Regulations of the Civil Aeronautics 
Board, on or before April 1 as to common 
stock owned as of December 31 of the preceding 
year, or within 10 days of any subsequent 
acquisition thereof. Any bank or broker holding 
such an Interest as trustee on the last day 
of any quarter of a calendar year must file a 
report under Section 245.14 of such 
Regulations within 30 days after the end of the 
quarter. Any person who grants a security 
interest in more than 5 percent of the common 
stock of American Airlines must file a report 
under Section 245.15 within 30 days after such 
transaction. Any stockholder who believes 
that he may be required to file a report may 
obtain further Information by writing to the 
Director, Bureau of Operating Rights. Civil 
Aeronautics Board, Washington, D. C. 20428. 










Americana Hotels 

United States 

Ala Moana Hotel 
Honolulu, Hawaii 

Americana of Bal Harbour 
Miami Beach, Florida 

Americana City Squire 
New York, N.Y. 

Americana of New York 
New York, N. Y. 

Americana Marina Hotel 
Los Angeles, Calif. 

(Open Fall, 1973) 

Americana of San Juan 
San Juan, Puerto Rico 

The Flagship Inn 
Cincinnati, Ohio 

The Flagship Rochester 
Rochester, N. Y. 

TheTowne House 
Motor Inn 
Rochester, N. Y. 

The Inn of the Six Flags 
Arlington, Texas 

Mexico 

Condesa del Mar 
Acapulco, Mexico 

El Presidents Hotel 
Acapulco, Mexico 

Fiesta Palace 
Mexico City, Mexico 

Korea 

Chosun Hotel 
Seoul, Korea 

Fiji 

Flagship Beachcomber 
Deuba, Fiji Islands 


American Airiines, inc. Cities Served 

United States 

Albany, New York 
Baltimore, Maryland 
Boston, Massachusetts 
Buffalo, New York 
Charleston, West Virginia 
Chicago, Illinois 
Cincinnati, Ohio 
Cleveland, Ohio 
Columbus, Ohio 
Dailas/Fort Worth, Texas 
Dayton, Ohio 
Detroit, Michigan 
El Paso, Texas 
Hartford, Connecticut 
Honoiulu, Hawaii 
Houston, Texas 
Indianapolis, Indiana 
Knoxville, Tennessee 
Little Rock, Arkansas 
Los Angeles, California 
Louisvilie, Kentucky 
Memphis, Tennessee 
Nashville, Tennessee 
New York, New York 
Islip, New York 
Newark, New Jersey 
Oakland, California 
Okiahoma City, Oklahoma 
Ontario, California 
Palm Springs, California 
Philadelphia, Pennsylvania 
Phoenix, Arizona 
Pittsburgh, Pennsylvania 
Providence, Rhode island 
Rochester, New York 
St. Louis, Missouri 
Salt Lake City, Utah 
San Antonio, Texas 
San Diego, Caiifornia 
San Francisco, Caiifornia 
Syracuse, New York 
Tucson, Arizona 
Tulsa, Oklahoma 
Washington, D. C. 

Canada 

Toronto 

Caribbean 

Aruba, Netheriands Antilles 
Curacao, Netherlands Antilles 
Port-au-Prince, Haiti 
St. Croix, Virgin Islands 
St. Thomas, Virgin Isiands 
San Juan, Puerto Rico 

Mexico 

Acapulco 
Mexico City 

Pacific 

Auckland, New Zealand 
Honolulu, Hawaii 
Melbourne, Australia 
Nadi, Fiji Isiands 
Pago Pago, Samoa 

Sydney, Australia 7 








American Airlines, Inc. 
and Consolidated Subsidiary 

Consolidated Statement 
of Earnings (In Thousands) 


Year Ended December 31 
1972 1971 

Revenues 



Passenger 

$1,215,251 

$1,111,973 

Freight 

104,986 

97,751 

Mail 

21,100 

22,445 

Express 

4,696 

5,219 

Other (Note 11) 

7,775 

7,943 


1,353,808 

1,245,331 


Expenses 


Flying Operations 

367,903 

364,513 

Maintenance 

216,645 

189,104 

Passenger Service 

144,340 

129,248 

Aircraft and Traffic Servicing 

264,738 

233,762 

Promotion and Sales 

152,092 

133,432 

General and Administrative 

58,173 

56,817 

Depreciation and Obsolescence (Note 12) 

114,156 

108,813 


1,318,047 

1,215,689 

Operating Income 

35,761 

29,642 

Interest and Miscellaneous 



Interest on long-term debt 

33,848 

38,055 

Interest income 

(6,204) 

(5,497) 

interest capitalized 

(2,925) 

(8,791) 

Miscellaneous — net (Note 11) 

6,185 

2,271 


30,904 

26,038 


4,857 

3,604 

Federal Income Tax including deferred tax; 



1972-$775:1971-$350 (Note 6) 

775 

275 


4,082 

3,329 

Other Income (Loss) 



Net earnings of Flagship International, Inc. 

409 

900 

Profit (loss) on disposal of property and equipment, net 



of federal income tax effect: 1972—$365; 1971—$(400) 

1,144 

(1.200) 


1,553 

(300) 

Net Earnings for the Year 

$ 5,635 

$ 3,029 

Earnings Per Share of Common Stock (Note 8) 

$.20 

$.13 

The accompanying notes are an integral part of these financial statements. 
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American Airlines, Inc. 
and Consolidated Subsidiary 

Consolidated Statement 
of Changes in Financial Position 

(In Thousands) 



Year Ended December 31 

Source of Funds 

1972 

1971 

Net earnings 

$ 5,635 

$ 3,029 

Less undistributed earnings of Flagship International, Inc. 

409 

900 


5,226 

2,129 

Depreciation and obsolescence 

Recovery of research and development expense amortized 

114,156 

108,813 

In prior years 

— 

3,500 

Deferred federal income tax 

1,140 

350 

Total from operations 

120,522 

114,792 

Disposai of property and equipment 

20,053 

55,990 

Increase in current liabilities 

36,243 

11,892 

Proceeds from issuance of long-term debt 

Value of common stock issued on conversion of 

65,000 

124,849 

debentures, less related expenses 

Net proceeds (refunds) from employee stock purchase plans 

1,021 

112,113 

and exercise of stock options 

Value of common stock issued in connection with Trans 

9,583 

(710) 

Caribbean merger 


18,222 

Long-term debt assumed in Trans Caribbean merger 


22,729 

Net proceeds from sale of 3,300,000 shares of common stock 

— 

84,040 


252,422 

543,917 

Application of Funds 



Capital Expenditures; 



Right* 

296,860 

221,493 

Ground 

14,290 

44,855 

Deposits (net change) 

(134,930) 

(49,702) 

Total capital expenditures 

176,220 

216,646 

Increase in inventories, receivabies and prepaid expenses 

50,577 

129 

Long-term debt transferred to current iiabilities 

Reduction of indebtedness under the revoiving credit 

32,010 

36,243 

agreement 

10,000 

84,040 

Prepayment of iong-term debt 

5,888 

— 

Reduction of indebtedness by conversion of debentures 

32 

114,327 

Dividends 

—i 

8,251 

Route acquisition costs 

— 

36,500 

Aircraft acquired in connection with Trans Caribbean merger 

— 

31,096 

Other (net) 

2,912 

_ 


277.639 

526,095 

Increase (Decrease) in Cash and Marketable Securities 

(25,217) 

17,822 

Cash and Marketable Securities Balance at: 

Beginning of year 

53,858 

36,036 

End of year 

$ 28,641 

$ 53,858 


* In addition, during 1972, 4 aircraft costing $68.3 million and during 1971, 2 aircraft 
costing $32.5 million were added to American’s fleet under long-term leases. 


The accompanying notes are an integral part of these financial statements. 
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American Airlines, Inc. 
and Consolidated Subsidiary 

Consolidated Balance Sheet 

(In Thousands) 


Assets 

December 31 

1972 1971 

Current Assets 



Cash 

$ 26,641 

$ 44,858 

Marketable securities, at cost 

2,000 

9,000 

Receivables 

235,558 

198,318 

Spare parts, materials and supplies, less obsolescence 
reserve (1972-$8,023:1971-$6,882) 

58,672 

45,296 

Prepaid expenses 

4,878 

4,917 

Total Current Assets 

327,749 

302,389 


Operating Equipment and Property (Note 3) 


Flight equipment, at cost 

1,591,107 

1,294,937 

Less: accumulated depreciation 

526,626 

439,610 


1,064,481 

855,327 

Cash deposits with manufacturers for purchase of flight 
equipment 


134,930 


1,064,481 

990,257 

Land, buildings and other equipment, at cost 

235,766 

225,956 

Less: accumulated depreciation 

90,548 

75,023 


145,218 

150,933 

Total Operating Equipment and Property—Net 

1,209,699 

1.141.190 


Investments and Other Assets 

Investment in and advances to Flagship International, Inc. 31,502 28,212 

Aircraft held for resale and receivables on sale of aircraft and 
other equipment (less reserves, including deferred income: 

1972-$22,842:1971-$24,032) (Notes 4 and 5) 104,590 130,843 

Route acquisition costs (Note 2) 36,500 36,500 

Miscellaneous investments 8,144 7,976 

Deferred charges 14,309 15,504 

Total Investments and Other Assets 195,045 219,035 


Total Assets $1,732,493 $1,662,614 


The accompanying notes are an Integral part of these financial statements. 
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Liabilities and Stockholders’ Equity 

December 31 
1972 1971 

Current Liabilities 



Accounts payable 

$ 141,586 

$ 137,568 

Accrued salaries and wages 

56,398 

48,151 

Other accrued liabilities 

50,741 

32,600 

Long-term debt maturing within one year 

32,290 

30,949 

Air travel plan subscribers’ deposits 

8,864 

9,372 

Unearned transportation revenue 

35,867 

30,863 

Total Current Liabilities 

325,746 

289,503 


Long-Term Debt (Note 5) 


Senior 

470,632 

453,530 

Subordinated convertible debentures 

172,476 

172,508 

Total Long-Term Debt 

643,108 

626,038 

Deferred Credits 



Federal income tax (Note 6) 

147,282 

146,616 

Self-insurance 

20,000 

20,669 

Employee stock purchase plan (Note 9) 

4,949 

— 

Other 

2,020 

1,690 

Total Deferred Credits 

174,251 

168,975 

Commitments, Long-Term Leases and 
Contingencies (Notes 2 and 3) 




Stockholders* Equity (Notes 2,5,7 and 9) 

Preferred stock—no par value 
5,000,000 shares authorized: none issued 


Common Stock—$1 par value 

60,000,000 shares authorized 

28,486,000 shares issued and outstanding 
(1971-28,311,000) 

28,486 

28,311 

Additional paid-in capital 

316,668 

311,188 

Retained earnings 

244,234 

238,599 

Total Stockholders’ Equity 

589,388 

578,098 

Total Liabilities and Stockholders’ Equity 

$1,732,493 

$1,662,614 
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American Airlines, Inc. 
and Consolidated Subsidiary 


Year Ended December 31 
1972 1971 

Consolidated Statement 

Balance at beginning of year 

$311,188 

$ 96,576 

of Additional Paid-In Capital 

(In Thousands) 

Excess of net proceeds over par value of 32,632 shares in 

1972, and 3,780,146 shares in 1971 of common stock 
issued on conversion of 4%, SViz % and % 
subordinated convertible debentures (Note 5) 

988 

108,333 


Excess of net proceeds over par value of 3,300,000 shares 
of common stock sold in 1971 


80,740 


Excess of value over par value of 694,156 shares of common 
stock issued in connection with the acquisition of Trans 
Caribbean Ainvays, Inc. (Note 2) 


17,528 


Excess of net proceeds over par value of 5,313 shares in 

1972, and 245,223 shares in 1971 of common stock issued 
under employee stock purchase plans (Note 9) 

227 

7,675 


Excess of proceeds over par value of 137,265 shares In 

1972, and 11,020 shares in 1971 of common stock Issued 
on exercise of options (Note 9) 

4,265 

336 


Balance at end of year 

$316,668 

$311,188 


Consolidated Statement of 

Retained Earnings 


Year Ended December 31 
1972 1971 

(In Thousands) 

Balance at beginning of year 

$238,599 

$243,821 


Net earnings 

5,635 

3,029 


Deduct cash dividends paid on common stock 
(1971 —$.40 per share) 

244,234 

246,850 

8,251 


Balance at end of year (Note 5) 

$244,234 

$238,599 


The accompanying notes are an integral part of these financial statements. 
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American Airlines, Inc. Notes to Rnanclal Statements 


1. Summary of Accounting Policies 


A. Consolidation basis 

The accompanying consolidated financial statements Include the accounts of 
American’s wholly-owned subsidiary, American Airlines de Mexico, S.A. The investment 
in Flagship International, Inc. (formerly Sky Chefs, Inc.), a wholly-owned subsidiary 
providing hotel and catering services, is carried In the financial statements at cost plus 
accumulated earnings not yet distributed to American. 

B. Spare parts, materials and supplies 

Spare parts, materials and supplies relating to flight equipment are valued at average 
cost and expensed as consumed. With respect to the spare parts expected to be on 
hand at the date the aircraft are retired from service, American provides a reserve 
for obsolescence of such parts over the estimated useful life of the related aircraft 
and engines. 

C. Operating equipment and property 

Provision for depreciation of operating equipment and property is computed by 
the straight-line method. The estimated useful lives and residual values used for the 
principal asset classifications are as follows; 



Estimated 

Useful Life 

Residual 

Value 

Boeing 747 and DC-10 aircraft and engines 

14 years 

15% 

Boeing 707 aircraft and engines (see Note 12) 
Acquired 1959 to 1961 

12/31/77 

$100,000 

Acquired 1963 to 1968 

15 years 

$100,000 

Boeing 727 aircraft and engines 

12 years 

15% 

Major rotable parts, avionics, and assemblies 

Life of equipment 
to which applicable 

None to 
15% 

Improvements to leased flight equipment 

Term of lease 

None 

Buildings and improvements (principally 
on leased land) 

10 to 20 years 
or term of lease, 
whichever is shorter 

None 

Ground and other equipment 

4 to 10 years 

None 


Recurring maintenance and repairs are charged to earnings as Incurred. Expenditures 
for betterments which increase values or extend useful lives are capitalized. 

The difference between the cost and proceeds from disposition of spare 
assemblies, depreciated on a group basis, is charged or credited to the accumulated 
depreciation account. 

Upon retirement or disposal of other property and equipment, the asset accounts 
and the related accumulated depreciation accounts are reduced by the amounts 
included therein for such property and equipment. Gains or losses are included in 
income, except that gains on sale of aircraft for which notes are received are credited 
against aircraft held for resale and receivables on sale of aircraft and other equipment. 

D. Pre^operating costs 

The costs of training flight crews required to operate new fleets of aircraft are deferred 
and amortized over a three-year period. 

E. Insurance 

American maintains approximately a $20 million self-insurance reserve for certain 
uninsured risks (including deductibility provisions) and potential premium adjustments 
under certain of its insurance contracts. In the event of a major charge to the 
reserve, it will be restored by provisions charged to income over a five-year period. 

F. Retirement benefit plans 

American has in effect various retirement benefit plans, most of which are contributory, 
in which all full-time employees with at least one year of service are eligible to 
participate. American’s policy is to fund pension costs accrued, including amounts to 
amortize prior service costs over approximately 20 years. 

G. Interest capitalized 

Interest attributed to funds used to finance the acquisition of new aircraft and 
construction of major ground facilities is capitalized as an additional cost of the related 
assets. Capitalization of interest ceases when the assets become operational. 
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2. Merger with Trans Caribbean 
Airways, Inc. 


3. Commitments 


4. Aircraft Held for Resale 


H. Federal income tax 

Provision is made for federal income taxes which are currently payable or refundable 
and amounts which are deferred to future periods. The deferred amounts result 
from the fact that, under the applicable tax statutes and regulations, some items of 
income and expense are not recognized in the same years for tax reporting 
purposes as for financial statement purposes. The principal timing difference results 
from the use of an accelerated method of computing depreciation for tax purposes 
and the straight-line method for financial statement purposes. American follows the 
"flow through" method In recognizing benefit of investment tax credits. 


In March 1971, American Issued 694,156 shares of common stock (of which 115,032 
shares have been placed in escrow as discussed below) for all the outstanding 
shares of Trans Caribbean Airways, Inc.’s common stock and merged Trans Caribbean 
into American In a transaction accounted for as a purchase. American commenced 
operating Trans Caribbean’s routes on March 2, 1971 and such operations 
are Included in American’s consolidated statement of earnings from that date. 

Route acquisition costs of $36,500,000 represent the excess of merger costs and the 
value of American’s shares of common stock issued for shares of Trans Caribbean 
over the value of the acquired net assets, exclusive of route certificates. This amount Is 
subject to adjustment as a result of certain contingencies that could affect the 
determination of Trans Caribbean’s net equity at December 31, 1969. These include 
an alleged $9,500,000 federal income tax deficiency for which D. C. Transit 
System, Inc., a former subsidiary of Trans Caribbean, is substantially responsible and 
against which D. C. Transit has pledged collateral. If the resolution of certain of these 
contingencies, excluding the alleged tax deficiency, should reduce Trans Carribbean’s 
net equity at December 31,1969 by more than approximately $1,100,000, a portion 
of the 115,032 shares of American’s common stock held in escrow could be returned 
to American. Route acquisition costs may also increase as a result of the outcome 
of a dispute with a foreign airline over an alleged default by Trans Caribbean with 
respect to an aircraft lease agreement involving aggregate long-term rentals of 
approximately $13,000,000. Although an arbitration panel has ruled American, as a 
successor to Trans Caribbean, in default, the decision and assessment of monetary 
damages, if any, are both subject to litigation. 

American does not Intend to amortize the route acquisition costs arising from the 
merger, as Trans Caribbean’s routes were awarded under a permanent certificate. 
Such costs will not be recognized or claimed for regulatory purposes. 


American currently has an operating fleet of 239 jet aircraft, of which 69 are leased 
for periods from 10 to 18 years. Annual rental payments approximate $56,000,000 in 
1973 and 1974, and $58,000,000 from 1975 to 1978, with lesser amounts thereafter. 
With respect to seven leased Boeing 747 aircraft, American has guaranteed 
$106,900,000 of lessors’ long-term loan certificates. American presently has no 
commitments for the purchase of new aircraft. 

At December 31, 1972, American’s Board of Directors had authorized expenditures 
of approximately $89,400,000, of which approximately $78,900,000 had been 
contracted for, for aircraft modifications, spare parts and equipment and additional 
airport and office facilities and equipment. Of the $89,400,000, approximately 
$57,700,000 is expected to be expended during 1973. 

At December 31,1972, annual rental payments under leases with a term in excess 
of three years, for airport and office facilities and equipment, approximate $39,400,000 
in 1973, increasing to $43,200,000 in 1975, and declining to $40,100,000 in 1978, 
with lesser amounts thereafter. 

At December 31, 1972, American had guaranteed payments under long-term lease 
obligations for hotels and other properties operated by Flagship International, Inc. 
Minimum annual rental payments under these leases decline from $13,000,000 in 
1973 to $9,000,000 In 1997, with lesser amounts thereafter through 2002. In addition, 
American had guaranteed certain debt obligations of Flagship International, Inc. 
aggregating approximately $7,900,000 at December 31,1972. 


At December 31, 1972, American owned, but was not operating in active service, 
26 BAG One-Eleven aircraft, 8 Boeing 720B aircraft and 4 McDonnell Douglas 
DC-8 aircraft which had an aggregate book value of approximately $76,472,000 
Including related spare parts. 
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6. Federal Income Tax 


7. Common Stock 


8. Earnings Per Share 


9. Stock Option and Stock 
Purchase Plans 


10. Retirement Benefits 


11. Mutual Aid Agreement 


American’s debt agreements limit the amount available for payments of cash 
dividends on common stock. Under the provisions of the most restrictive of these debt 
agreements, approximately $73,900,000 of American’s retained earnings of 
$244,234,000 was not restricted for payment of cash dividends at December 31,1972. 


As a result of timing differences, American’s federal Income tax return for the year 
ended December 31, 1971 reflected a cumulative net operating loss carryforward of 
approximately $45,200,000. This net operating loss carryforward Is available 
to reduce future taxes payable. Upon realization of the operating loss carryforward, 
such benefit would be credited to the deferred tax liability and not affect future 
earnings. American anticipates that Its tax return for the year ended December 31, 

1972 will reflect an additional net operating loss carryforward. 

Tax provisions for the years 1972 and 1971 have been reduced by investment 
tax credits of $1,905,000 and $950,000,respectively. At December 31,1972, American had 
accumulated approximately $63,000,000 of unused investment tax credits which may 
be applied as a reduction of future income tax provisions. 


Shares reserved for conversion of debentures and options at December 31, 1972 
and 1971 were as follows: 


AVa % subordinated convertible debentures 
Stock options 

Employee stock purchase plan 
6% subordinated convertible debentures 
6%% subordinated convertible debentures 


1972 

1971 

3,781,602 

3,782,314 

503,365 

658,380 

431,105 

— 

19,763 

22,230 

45,157 

44,721 

4,780,992 

4,507,645 


Earnings per share of common stock were determined by dividing net earnings 
by the average number of shares of common stock outstanding during the year 
(1972 - 28,446,000 and 1971 - 23,608,000). 

If it were assumed that the subordinated convertible debentures had been 
converted as of January 1 of each year, there would be no dilution of earnings per 
share for either 1972 or 1971. 

American has qualified stock option plans approved by stockholders under which 
options to purchase common stock have been or may be granted to officers and 
employees of American and Its subsidiaries. Under these plans, options are 
exercisable at the market value of the stock at the date of grant in approximately 
equal annual installments over a period of up to five years from the date options 
were granted. Option transactions during 1972 and 1971, respectively, were: 
options granted — 202,100 and 29,850; options cancelled — 125,265 and 25,600; and 
options exercised — 137,265 and 11,020. At December 31, 1972, options on 
510,070 shares of common stock, aggregating $14,965,000, were outstanding 
(168,810 being exercisable) and no additional options were available for grant. 

During 1971, the shareholders approved an employee stock purchase plan under 
which employees, other than officers, in 1972 were granted options to purchase 
647,989 shares of common stock. Under this plan, employees may exercise their 
options at any time up to June 19,1974 at an exercise price of $43,875 per share, and 
on June 19,1974 at the lesser of $43,875 per share or 90% of the then fair market 
value of American’s common stock. Through December 31, 1972, options to purchase 
211,637 shares of common stock had been cancelled and options to purchase 
5,247 shares of common stock had been exercised. 

Pension costs were approximately $45,800,000 in 1972 and approximately 
$40,300,000 in 1971. Substantially all of the Increase between years was due to 
improved benefits and increased salaries. 


American is a party to the Mutual Aid Agreement with several other airlines, under 
which non-struck member carriers agree to make payments to member carriers whose 
operations are interrupted by employee strikes. In 1972 and 1971, American accrued 
payments of $4,300,000 and $1,000,000, respectively. Such payments were 
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5. Long-Term Debt 


With respect to BAG One-Eleven aircraft, one has been sold, two are under a firm 
sales contract, one is leased with an option to purchase, and nine additional are under 
option for purchase or lease. American has a firm sales contract for one 720B and has 
another leased with an option to purchase. One DC-8 aircraft is subleased with 
an option to purchase and the remaining three are leased on a short-term basis. Lease 
rentals are applied as a reduction of the book value of such aircraft. 

Although the market and future prices for aircraft of these types cannot be 
predicted and losses on the disposition thereof could occur, based on recent aircraft 
sales and purchase inquiries, American does not presently believe that adjustment 
of the book value of such aircraft is required in connection with their disposition; 
however, with respect to the BAG One-Eleven aircraft, American is continuing to provide 
a charge to earnings in lieu of depreciation until their disposal. 


American’s debt (excluding amounts maturing within one year) consisted of the 
following (In thousands): 


Senior: 

Dec. 31, 

1972 

Dec. 31, 
1971 

4y4% promissory notes due 1974-1996 

$ 80,500 

$ 84,000 

4.55% promissory notes due 1974-1996 

23,000 

24,000 

5% promissory notes due 1974-1996 

23,000 

24,000 

5%% promissory notes due 1974-1996 

65,167 

68,000 

5y8% promissory notes due 1974-1991 

99,000 

104,500 

5% equipment obligations due 1974-1979 

34,059 

44,210 

7.4% collateral loan due 1974 

1,940 

5,820 

Promissory notes with interest at Va % above 
prime commercial rate due 1974-1982 

22,500 

25,000 

Revolving credit agreement 

110,000 

55,000 

Other due 1974-1975 

11,466 

19,000 


$470,632 

$453,530 

Subordinated: 

Dec. 31. 

1972 

Dec. 31, 
1971 

4y4% subordinated (convertible to 1980) 
debentures due 1992 

$167,336 

$167,368 

6% subordinated (convertible to 1982) 
debentures due 1982 

1,663 

1,663 

678% subordinated (convertible to 1984) 
debentures due 1984 

3,477 

3,477 


$172,476 

$172,508 


In December 1971, American called for the redemption of all of Its outstanding 
4% and 5y2% subordinated convertible debentures. The accompanying consolidated 
balance sheet at December 31, 1971 gives retroactive effect to conversions through 
January 20, 1972. 

The 7.4% collateral loan (including current maturities of $3,880,000 at December 31, 
1972 and 1971) is secured by a pledge of $7,800,000 and $11,400,000 of 
notes receivable on sale of aircraft and other equipment at December 31, 1972 and 
1971, respectively. 

Under the revolving credit agreement entered into in 1971, American has available 
credit up to $300,000,000 through June 30, 1973 and declining amounts thereafter 
until the credit agreement terminates on March 31, 1977. Loans under the credit 
agreement bear interest at y4% above the prevailing prime rate through June 30, 1973 
and at y? % above that rate thereafter. American is required to pay a commitment 
fee of y 2 % on the average unused amount of the available credit. American is 
negotiating a new revolving credit agreement which would result in available credit 
of $200,000,000 through March 31, 1977, with an interest rate of y4 % above the 
prevailing prime rate through December 31,1974, and y 2 % above that rate thereafter, 
and a commitment fee of y4 % on the average unused amount of the available 
credit. Restrictive covenants are expected to be substantially the same as those 
contained in the current revolving credit agreement. 

Annual payments of long-term debt for the following years are: 

1974 - $30,229,000; 1975 - $44,850,000; 1976 - $97,710,000; 1977 - $41,460,000 
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12. Depreciation and Amortization 


Report of Certified Pubiic Accountants 


charged against revenues ($1,300,000 and $100,000, respectively) in respect of net 
revenues from added traffic attributable to strikes and to miscellaneous expense 
($3,000,000 and $900,000, respectively) in respect of guarantee payments to cover 
certain minimum percentages of the struck carriers’ normal operating expenses. 

During 1972, American substantially completed the conversion of its 707 aircraft 
fleet to the “wide-body” look. In view of the continued use and improvement of these 
aircraft, effective January 1, 1972, American revised the estimated useful life of 
these aircraft from twelve to fifteen years, except for those aircraft acquired from 1959 to 
1961 whose useful life was extended to a common retirement date of December 31, 
1977. American also reduced the estimated residual value of all 707 aircraft from 
fifteen percent of cost to $100,000 per aircraft (approximately 1.4% of cost). As a 
result, American’s net earnings for the year ended December 31, 1972 were increased 
by $1,281,000 ($.05 per share). 

In August 1971, the United States Government refunded to American $6,000,000 
which American had previously paid for research and development in connection with 
six delivery positions for Boeing supersonic jet aircraft. As a result, American’s 
net earnings for the year ended December 31, 1971 were increased by $2,660,000 
($.11 per share) representing the recovery (net of tax effect) of such research 
and development expense amortized in prior years. 


The Board of Directors and Stockholders 
American Airlines, Inc. 

We have examined the accompanying consolidated balance sheet of American 
Airlines, Inc. and Consolidated Subsidiary at December 31, 1972 and the related 
consolidated statements of earnings, retained earnings, additional paid-in capital, 
and changes in financial position for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. We have previously made a 
similar examination of the financial statements for the prior year. 

In our opinion, the statements mentioned above present fairly the consolidated 
financial position of American Airlines, Inc. and Consolidated Subsidiary at 
December 31, 1972 and 1971 and the consolidated results of operations and changes 
in financial position for the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis during the period. 


277 Park Avenue 
New York, New York 
February 8,1973 
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American Airlines, Inc. and Consolidated Subsidiary 
Ten Year Comparative Summary 

1972 

1971 

1970 

1969 

Revenues, Expenses, Earnings (in thousands) 

Revenues 

Passenger—commercial 

$1,201,949 

$1,087,670 

$ 989,064 

$ 897,903 

Freight—commercial 

96,279 

89,215 

85,011 

74,310 

Military charter 

22,009 

32,839 

27,157 

8,984 

Mail 

21,100 

22,445 

22,433 

21,288 

Express 

4.696 

5.219 

6.349 

5,823 

Other 

7,775 

7,943 

2,765 

24,652 

Total 

1,353,606 

1,245,331 

1,132,779 

1,032,960 

Expenses 

Wages, salaries and employee benefits 

601,695 

553,736 

518,299 

436,628 

Depreciation and obsolescence 

114,156 

108,813 

106,068 

94.701 

Other operating expenses 

601,996 

553,140 

516,277 

438,669 

Interest and miscellaneous 

30,904 

26,038 

29,246 

18,596 

Total 

1,348,951 

1,241,727 

1,169,890 

988,594 

Federal Income Tax: 

Current 


(75) 

(9.874) 

(831) 

Deferred 

775 

350 

(476) 

11,031 

Earnings 

Net earnings of Flagship International. Inc. 

409 

900 

804 

3,234 

Profit (loss) on disposal of property and equipment—net 

1,144 

(1.200) 

(441) 

1,068 

Net earnings (loss) 

5,635 

3,029 

(26,398) 

38,468 

Common Stock Information 

Shares outstanding at year end (000) 

28,486 

28,311 

20,281 

20,281 

Book value per share 

$ 20.69 

$ 20.42 

$ 17.78 

$ 19.89 

Earnings (loss) per share 

.20 

.13 

(1.30) 

1.90 

Dividends paid per share 

— 

.40 

.80 

.80 

Capital Expendituroa (in thousands) 

Flight 

$ 296,660 

$ 221,493 

$ 118,215 

$ 77,698 

Ground 

14,290 

44,855 

70,671 

41.754 

Deposits—net change 

(134,930) 

(49,702) 

(13,182) 

76,370 

Total 

176,220 

216,646 

175,704 

195,822 

Hnandal Position at Year End (in thousands) 

Net working capital 

$ 2,003 

$ 12,886 

$ 6,827 

$ 70,000 

Operating equipment and property—net 

1^209^699 

1,141,190 

1,161,126 

1,101,159 

Long-term debt 

Senior 

470,632 

453,530 

430,200 

398,371 

Subordinated 

172,476 

172.508 

282,870 

282,870 

Deferred federal Income tax 

147,282 

146,616 

146,266 

146,742 

Retained earnings 

244,234 

238,599 . 

243,821 

286,443 

Stockholders’ equity 

569,386 

578,098 

360,678 

403,300 

Operating Statistics 

Revenue yield per passenger mile-scheduled service 

B.Mi 

6.15^ 

5.92< 

6.62i 

Revenue yield per revenue ton mile-all services 

49.53< 

48.99< 

47.10< 

47.2Bi 

Operating expense 

Per available ton mile 

20.81^ 

^9.69i 

20.281 

19.261 

Per revenue ton mile 

48.22f 

47.82< 

47.42^ 

44.391 

Available passenger seat miles—scheduled service (millions) 

36,289 

35,182 

32,636 

30,119 

Revenue passenger miles—scheduled service (millions) 

19,366 

17,535 

16,623 

15,906 

Passenger load factor—scheduled service 

53.4ir 

49.8% 

50.9% 

52.8% 

Revenue passengers carried—scheduled service (thousands) 

20,185 

19,245 

19,145 

18,876 

Revenue plane miles flown (millions) 

291 

297 

302 

285 

Ton miles (millions) 

Available—all services 

6,334 

6,175 

5,623 

5,036 

Revenue—all services 

2,733 

2,542 

2,405 

2,185 

Freight—commercial 

483 

436 

445 

408 

Military charter 

139 

194 

156 

63 

Mail 

98 

104 

105 

93 

Express 

13 

15 

20 

18 

Number of employees at year end 

35,197 

35,469 

35,863 

37,087 
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1968 

1967 

1966 

1965 

1964 

1963 



$ 834,240 

$727,004 

$663,700 

$543,065 

$485,690 

$434,704 

74,984 

60,616 

62,992 

47,371 

36,435 

33,593 

16,367 

28,271 

— 

— 

— 

_ 

21,194 

16,212 

17,028 

12,066 

11,117 

10,448 

6,516 

5,979 

6,963 

5,704 

5,270 

5,226 

3,897 

3,449 

(22,971) 

4,229 

5,495 

4,086 

957,198 

841,531 

727,712 

612,435 

544,007 

488,057 


391,660 

332,083 

274,645 

234,646 

211,380 

197,133 

92,439 

82,582 

65,941 

59,656 

53,951 

49,822 

409,183 

344,421 

289,253 

243,250 

214,196 

194,601 

19,538 

19,243 

15,560 

11,953 

11,114 

10,984 

912,820 

778,329 

645,399 

549,505 

490,641 

452,540 


(6.522) 

11,006 

21,594 

15,624 

8,706 

1,882 

16,022 

9,094 

10,106 

8,026 

12,494 

14,612 


3,043 

2,478 

2,004 

1,527 

1,048 

829 

(2,465) 

2,505 

1,506 

375 

1,286 

675 

35,456 

48,085 

54,123 

41,182 

34,500 

20,527 


20,238 

20,224 

17,988 

17,932 

16,965 

16,665 

$ 18.78 

$ 17.83 

$ 15.78 

$ 13.46 

$ 11.53 

$ 10.23 

1.75 

2.48 

3.01 

2.39 

2.04 

1.23 

.80 

.7875 

.65625 

.625 

.5625 

.50 


$ 90,788 

$284,682 

$236,708 

$117,647 

$ 86,754 

$ 64,899 

20,660 

25,541 

11,019 

7,288 

7,286 

4,140 

72,665 

(1.024) 

(500) 

11,906 

11,240 

20,470 

184,113 

309,199 

247,227 

136,841 

105,280 

89,509 


$ 121,310 

$184,045 

$148,311 

$ 66,264 

$ 87,551 

$101,612 

1,025,796 

938,200 

730,510 

552,731 

483,796 

432,264 


399,463 

412,847 

363,756 

250,000 

269,750 

271,100 

282,888 

282,894 

159,905 

78,170 

40,000 

40,000 

135,711 

110,310 

101,216 

91,979 

83,953 

71,459 

264,186 

244,944 

212,727 

170,601 

140,280 

115,407 

380,004 

360,564 

283,799 

241,346 

195,665 

170,468 


5.38^ 

5.40^ 

5.59^ 

5.88i 

5.95c 

6.03c 

44.17i 

44.20^ 

45.68< 

50.53c 

52.71c 

53.67c 


19.00f 

19.58f 

20.76< 

22.15c 

23.07c 

23.68c 

41.23f 

39.86< 

39.53< 

44.35c 

46.47c 

48.47c 

27,748 

22,682 

18,722 

15,607 

13,603 

12,216 

15,457 

13,391 

11,801 

9,195 

8,105 

7,154 

55.7% 

59.0% 

63.0% 

58.9% 

59.6% 

58.6% 

19,079 

16,844 

14,358 

11,507 

10,104 

9,091 

273 

238 

192 

159 

141 

134 


4,701 

3,877 

3,035 

2,427 

2,079 

1,865 

2,167 

1,904 

1,593 

1,212 

1,032 

911 

422 

358 

351 

254 

186 

166 

104 

140 

— 

— 

— 

— 

93 

65 

55 

38 

34 

32 

19 

17 

20 

16 

14 

13 

35,065 

32,864 

29,192 

25,441 

23,435 

22,850 


19 
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